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Bureau Director Maxine C. Johnson led 
off each seminar with an assessment of 
the Montana economy today. She pointed 
out that while the state is recovering from  
the recent recession, some of the jobs lost 
during the recession have been lost 
permanently.
H o w  is the Montana economy doing 
in January 1984? Better, thank you. In 
some parts of the state, it has shown 
much improvement over the past year. 
That’s especially true in western 
Montana where the forest industries are 
very important.
Reports from the rest of the state are 
mixed. In eastern Montana, the recovery 
is less dramatic, pardy because the
recession also was less severe there. A 
decline in construction activity at 
Colstrip — unrelated to the business 
cycle — is affecting some eastern 
Montana communities. The Butte- 
Anaconda area is adjusting to the closure 
of the Butte mines last summer.
Nevertheless, overall the state economy 
has improved over the past twelve 
months. In spite of all the problems 
Montana has experienced recendy, most 
Montanans are better off today than they 
were ten or even five years ago.
Per capita income
Figure 1 shows that the typical 
Montanan had a higher per capita 
income in 1982 than during 1975-1977. 
This doesn’t mean a good many people 
have not suffered in recent years or that 
per capita incomes have not declined. 
They have. But we sometimes overlook 
the positive: most of us are better off 
today in terms of income than we were 
in the mid-seven ties.
Per capita income is average income 
per person. We take the total income of 
individuals from participation in the 
labor force, from property and 
investments (rent, dividends, interest) 
and from transfer payments (Social 
Security and other retirement benefits, 
unemployment insurance, and all the 
social programs) and we divide that total 
by total population. That gives us per 
capita income — average income per 
man, woman, and child. It’s a figure we 
can compare with other states or with 
the United States as a whole. It is the 
best measure we have of economic well 
being.
The numbers presented in the chart, 
and most dollar figures used here, have 
been adjusted for inflation, for changes 
in purchasing power. They represent 
1982 dollars.
Figure 1 also reminds us that per 
capita income in Montana is lower than 
in the United States as a whole. The gap 
has been widening since about 1978.
Most of us think Montana has many 
advantages as a place to live that don’t 
show up in money income. But we also 
assume that most Montanans would like 
to enjoy living standards equal to other 
Americans, both in terms of private 
goods and public services. Because of 
this we’d like to see our income compare 
more favorably with national norms.
Per capita income doesn’t compare 
well mostly for one reason: working
Montanans earn significantly less per 
year on the average than Americans as a 
whole. The difference in our average 
annual wage or salary per nonfarm 
worker currently amounts to about 
$2,000. The typical American worker 
earns between $16,000 and $17,000 per 
year; the average Montanan, between 
$14,000 and $15,000.
This is not because wage rates are 
much lower here. They are not. It’s 
mostly because a number of our 
industries are quite seasonal. On the 
average, Montanans work fewer weeks 
per year than other Americans. And 
more Montanans work part-time than in 
other parts of the United States. We’ll 
cover more about wages and salaries in 
Montana later.
Total personal income
Per capita income is an indication of 
economic well being. It doesn’t measure 
changes in economic activity. Figure 2 
shows an overview of what’s been 
happening to Montana’s economy, and 
how we got where we are today.
These are totals. Total personal 
income is the combined income of 
everybody in the state. We have divided 
total income into labor income, from 
participation in the labor force, and 
nonlabor income. Nonlabor income 
consists of property income and transfer 
payments. This gives us a new 
perspective on our current economic 
situation.
There was a significant decline in 
labor income — wages and salaries and 
certain fringe benefits, plus proprietors’ 
income — between 1978 and 1982 and a 
small upturn in 1983. It was the steady 
growth of property income and of 
transfer payments — in particular, 
higher interest income of individual 
lenders and higher Social Security 
payments — which has kept total 
personal income growing and per capita 
income relatively high.
It’s good that personal income has 
been maintained during these difficult 
years. But it’s obvious that over the long 
run labor income — income from 
participation in the labor force — is the 
major source of transfer payments and 
the investment funds which create new 
property income. We need to be 
concerned about the decline in labor 
income. The good news is that in 1983 it 
did turn upward a bit, as measured in 
constant dollars.
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Labor income
Figure 3 sheds further light on our 
current situation. Labor income from 
farm and nonfarm sources has behaved 
quite differently since 1975. Farm income 
was lower in 1983 than in 1975; nonfarm 
income from both private and 
governmental sources was higher.
Because fluctuations in farm income 
often are independent of the business 
cycle, and may even obscure cyclical 
changes, we shall use nonfarm labor 
income as our indicator of changes in 
business activity. We shall not neglect, 
agriculture — still our number one 
industry. I will discuss its prospects in 
some detail later in this issue.
Over the short run, nonfarm labor 
income — the total earnings of wage 
earners and the self-employed — tends to 
reflect changes in industrial production. 
We adjust it for inflation and use it as a 
proxy for Gross National Product or 
Gross State Product, which is not 
available for Montana.
To add to our understanding of the 
state economy, we divide nonfarm labor 
income into two categories: basic and 
derivative.
Basic (export) industries
Basic or export industries are 
industries which produce goods or 
services for sale outside the state or 
which otherwise bring money into the 
state.
Most economists believe that these 
industries determine the direction of a 
state or local economy. If a basic 
industry grows, increases its sales out of 
state and brings new money in, at least 
some of that new money is spent and 
respent within the state. For example, 
the firm may hire more workers or go to 
overtime in order to produce more. As 
workers spend their new earnings, that 
creates growth among the derivative 
industries, those industries serving the 
local population. When basic industries 
decline and their sales out of state are 
reduced, that can mean a decline in the 
labor income of their employees. It may 
also mean a contraction in derivative 
industries and in the economy as a 
whole.
We define Montana’s basic industries 
roughly, using the information we have 
available. We include agriculture and, in 
the nonfarm sector, mining (metallic and 
nonmetallic, coal and petroleum), 
manufacturing (including lumber and 
wood products), heavy construction, 
railroads, tourism, and the federal 
government.
As many of you know, we spend a lot 
of time talking about those important 
industries. All other industries are 
considered to be derivative, serving the 
local population.
Output from Montana’s nonfarm basic 
industries increased rapidly between 1975 
and 1979. The U.S. economy was healthy 
and Montana products were in good 
demand.
After 1979, the direction of the 
Montana economy changed. The U.S. 
economy slipped into a recession in 1980 
and again in 1981. Other long-term 
problems in the national economy were 
intensified and were soon reflected in 
Montana.
The state suffered from a reduced 
demand for its major products — 
including lumber and paper, coal, 
metals, and aluminum ingots.
Farm income was low throughout the 
period, reflecting a world surplus of 
wheat and reduced consumer demand for 
beef.
The bright spots during the period 
were related to energy in eastern 
Montana. Oil and gas exploration and 
Colstrip construction made the overall 
state figures for 1981 look fairly good 
and kept employment in eastern 
Montana high. In late 1981, oil and gas 
exploration began a sudden nose dive.
By 1982, much of eastern Montana also 
knew there was a recession.
This was the most severe downturn we 
have experienced since the depression of 
the 1930s, here and in the United States. 
But it wasn’t just a recession, of course. 
Some of our losses are permanent. Last 
year I suggested that Montana may have 
lost as many as 5,000 jobs from its 
nonfarm economic base permanently — 
in mining, smelting, wood products, 
railroads, and the federal government. 
That figure now seems low. The loss 
may be closer to 7,000. These jobs were 
among the best paying jobs in the state, 
and I indicated earlier that Montana has 
a shortage of good jobs. We must 
somehow replace them and the income 
lost with them if Montana is to get 
going again.
The statewide decline in nonfarm 
basic labor income between 1979 and 
1982 amounted to 11 percent. That 
meant less business for our local 
(derivative) industries. They reacted by 
reducing their payrolls by about 5 
percent.
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The 1983 recovery
As I noted earlier, the recovery from the 
recession began last year. Total nonfarm 
labor income was about 1 percent higher 
in 1983 than in 1982, after adjustment 
for inflation. Much of the improvement 
has occurred in western Montana where 
the forest industries and tourism are 
especially important. Lower mortgage 
rates and an increase in home 
construction nationwide helped the 
wood industry get back on its feet. At the 
same time the paper mill got into full 
production with its new addition. Our 
current estimates show that labor income 
in the forest industries increased about 
17 percent between 1982 and 1983. That 
figure may even prove a bit low.
Better times nationally encouraged 
travel in 1983, including travel to 
western Montana’s vacation spots.
Glacier Park in particular reported a 
large increase in number of visitors. 
Statewide, we think labor income in 
tourist-oriented industries may have 
increased modestly.
Our other basic nonfarm industries all 
appear to have employed fewer people 
and provided less labor income in 1983 
than in 1982. With a continued decline 
in oil and gas activity from the 1981 
peak and the closure of the Butte mines, 
labor income from mining is estimated 
to have declined 25 percent between 1982 
and 1983.
Our labor income projections are not 
detailed enough to provide estimates for 
the remaining nonfarm basic industries. 
However, the Department of Labor’s 
employment reports indicate they all 
employed fewer workers. The number of 
heavy construction workers declined with 
the completion of Colstrip 3, even 
though highway activity increased. 
Railroad employment continued to 
decline in 1983 and so did the number of 
federal government workers in the state.
Our estimate for net farm income in 
1983 shows it was about the same as in
1982.
Obviously, our basic industries did not 
fare as well as we would wish last year. 
Without the recovery in wood products 
and paper, 1983 would have been 
disappointing indeed.
One other development played a major 
part in last year’s improved state 
economy. As we predicted last year, 
consumers were generally more 
optimistic and willing to buy. The lower 
mortgage rates which encouraged 
residential and commercial construction 
nationwide also resulted in increased 
building in Montana. That was a big 
plus in most communities.
On balance, then, we estimate that 
total nonfarm labor income and total 
labor income each may have been 1 
percent higher in 1983 than in 1982.
That compares to about a 3 percent 
increase nationally.
Nonlabor income — property income 
and transfer payments — which had 
been growing rapidly levelled off in
1983. Transfer payments were up about 3 
percent while property income (rent, 
dividends, interest) was off about 2 
percent reflecting lower interest rates.
The same rates of change occurred in the 
United States.
The overall increase in total personal 
income was about 1 percent. That means
per capita income changed very little last 
year.
Just the same, the Montana economy 
does appear to have turned the corner.
We are on the upswing. And I can't 
resist telling you that the outlook for the 
next year or two is considerably brighter. □
Maxine C. Johnson is director of the Bureau of 
Business and Economic Research and professor 
of management, School of Business 
Administration, University of Montana, 
Missoula.
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Table 1
Change in Number of Nonfarm Wage and Salary Jobs,
1979-1983 and Average Annual Wage or Salary per Job,
1981, Montana
a Average Annual
1222. 19.83 Change Wage o r S a la ry , 1981
All nonfarm in d u s tr ie s  293,700 277,800 -15 ,900  $ 14,115
B asic in d u s tr ie s  69,800 56,500 -13 ,300  19,871
l l ’t 9 ,, 7 ,700 7,000 -700 23.905
®ta  2 *,0 °  1,200 -900 25,179
£ ? ? ' . >.300 1,300 —  31,053
a"d , ? ! s 3,1*00 3,700 300 22,446
Nonmetal 1c 900 800 -100 2 0 2 5 0
Heavy c o n s tru c tio n  4,000 4,200 200 25 935
M anufacturing 27,000 20,800. -6 ,200  « §
Wood p roducts  6 paper .1 1 ,8 0 0  8,700 - 3,100 19336
Primary m etals 3,300 1,200 -2 ,100
R a i ® S S  ’?°0 , 0 *900 "1 .000 16,497R ailroads 7,1*00 4,100 -3 ,300  26 961
Federa government 23,700 20,400 - 3,300 15782
C'V. ,an 13,900 12,500 -1 Joo 9
M ,1 ,tary  9.800 7,900 -1 ,900  9, l l 9
D eriv a tiv e  in d u s tr ie s  223,900 221,300 -2 ,600  12,318
o°Ec^om?c Analyst.3 <r° m M° n,ana Department ot Labor and Industry and U.S. Department of Commerce, Bureau 





Bureau Economist Paul E. Polzin offered 
the following thoughts regarding 
economic forecasts as an introduction to 
the Bureau’s new Montana Economic 
Reporting and Forecasting System.
T h i s  year we are adding a new feature 
to our seminars; we are presenting our 
first forecasts for Montana’s economy. 
Some of you may just throw up your 
hands when somebody mentions 
economic forecasts. Many people 
consider them just plain useless. In 
many cases, however, people don’t know 
how to use economic forecasts — or they 
expect too much from them.
Perhaps the best way to describe and 
summarize the potential uses of our 
economic forecasts is to look closely at 
another forecasting system. It is a 
forecasting system all of us use. It has, in 
fact, become an integral part of our daily 
life. I’m talking about the weather 
forecasts prepared by the U.S. 
government.
What does the Weather Service do? It 
prepares two types of forecasts — short- 
run forecasts and long-run forecasts. It 
tells us what the weather may be like 
tomorrow. And, on the basis of radar 
reports, wind patterns, and all sorts of 
other information, it makes a long-range 
forecast of what the weather will be next 
Monday and Tuesday. Tomorrow, it will 
use more recent information to update 
its forecast and make new forecasts for 
Tuesday and Wednesday. As we 
approach next Monday, we have a 
weather forecast which always includes 
the latest information.
What does the Weather Bureau do if 
something unexpected develops? Let’s 
say a cold front moves in faster than 
expected, or a new high pressure system 
develops out in the Gulf of Alaska. The 
Weather Service immediately cranks this 
new information into its computers and 
makes a revised forecast. The new 
information means that the original 
forecast may have been wrong. The 
important thing is not that the original 
forecast was wrong, but that the new 
information was considered so that the 
current forecast always includes the most 
recent conditions.
Our economic forecasting system will 
be, in many ways, similar to that of the 
Weather Service. We are going to make 
forecasts for the state of Montana. Our 
forecasts will be for two or three years in 
the future — they will be short-run 
forecasts. They will be based on the best 
information we have about the 
conditions that affect the Montana 
economy. We will take into account 
national trends in manufacturing, 
housing construction, etc. Several times 
each year we will modify our forecasts 
on the basis of new information.
This suggests that sometimes our 
original forecasts may turn out to be 
wrong. The crucial factor is not that our 
original forecasts were incorrect. Rather, 
the important fact is that the new 
conditions are immediately incorporated 
into our projections.
There are many other similarities 
between weather forecasting and
economic forecasting. The Weather 
Bureau forecasts only certain indicators
— temperature, wind speed, and 
precipitation. It is up to you to decide if 
the outlook is good or bad. For example, 
the Weather Bureau may forecast a high 
of 30° with snow for next Saturday. This 
is good news for the skier, but bad news 
for the person who has to drive to 
Billings.
Similarly, we are going to forecast 
some very specific economic indicators
— personal income, employment, and 
unemployment. We will try to interpret 
them for you — but it will be up to you 
to apply them to your own situation. An 
economic downturn may be bad news for 
most business people, but good news for 
those persons operating a debt collection 
agency.
In other words, we can’t tell you how 
to run your business. That is your job. 
We will, however, provide forecasts of 
the economic environment within which 
you will be operating.
Using the forecasts
In order to get the maximum benefit 
from the economic forecasts you are 
going to have to do some work. You are 
going to have to sit down and determine 
how the things we forecast affect you.
How much weight should you give 
our economic forecasts? That depends on 
your plans. If you plan on staying home 
and watching sports on television, it 
doesn’t really matter what Saturday’s 
weather forecast is. Let’s say, however, 
that you are planning an outside activity 
on Saturday. Now you do have an 
interest in Saturday’s weather.
Sometimes you will be more interested 
in our economic forecasts than at other 
times. If things are going along 
smoothly and you plan no major 
expansions or other changes in your 
business, you may not follow our 
forecasts closely. On the other hand, if 
you are thinking about an expansion or 
some other major decision that may be 
affected by economic conditions, you 
might be very interested in what we have 
to say.
What about those people who say they 
are better forecasters than the economists, 
or those who simply choose to ignore the 
forecasts? Once again, we have an 
appropriate analogy in weather 
forecasting. There are a number of 
simple and very inexpensive ways to 
forecast weather yourself. At times these
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methods will be quite accurate. One 
thing you can do is assume that the 
weather won’t change — that today will 
be just like yesterday. During certain 
times of the year, like July and August, 
you may be right on the mark. But, if 
you keep on forecasting no change on 
into September and October, you could 
be rudely surprised. The “no change” 
method does not make allowance for the 
predictable long-run trends, such as the 
difference of the seasons.
Simply extending past economic 
trends may lead to accurate forecasts 
during certain periods. But it will get 
you into trouble at business cycle 
turning points — the peak of a boom or 
the trough of a depression. Keep in mind 
that these cyclic turning points are 
difficult to forecast no matter how 
sophisticated the system.
Finally, an economic forecasting 
system helps us to zero in on the 
important factors which influence the 
economy — even though we may not 
understand all the complicated interrela 
tionships. For example, the Weather 
Bureau pays a lot of attention to the jet 
stream. I don’t know all the ways that it 
affects our weather — but I do know that 
when it swings out of the north it will 
get colder. Similarly, even though you 
may not understand all the relationships 
between export and derivative industries, 
you can determine that a change in the 
export sector will lead to changes 
elsewhere.
National forecasts
Short-run economic trends in Montana 
are strongly influenced by national 
economic trends. Our forecasts for 
Montana’s economy are based on 
projections for the U.S. economy. 
Specifically, we use projections prepared 
by Chase Econometrics.
Chase Econometrics is a national 
economic forecasting firm. The state 
government subscribes to the Chase 
Econometrics forecasting service. Most 
branches of Montana state government 
use the Chase forecasts — this insures 
that they are all using the same numbers.
The Chase forecasts for the U.S.
economy during 1984 are really quite 
optimistic (table 1). They project 
significant real economic growth with 
only modest increases in inflation and 
interest rates. Chase projects the 
inflation-adjusted Gross National 
Product will rise 5.2 percent in 1984.
The inflation rates, as measured by the 
Consumer Price Index, will inch upward 
4.9 percent as compared to 3.2 percent in 
1983. Interest rates will remain stable. 
And finally, of particular interest here in 
Montana with our wood products 
industry, Chase forecasts that housing 
starts in 1984 will remain high, at about 
the 1983 level.
If there are any dark clouds on the 
horizon, Chase does not believe they will 
appear before 1985. Its economists 
believe that the continuing federal 
government deficits and other factors 
will lead to more moderate economic 
growth. Chase Econometrics forecasts 
slower rates of growth in GNP and 
higher inflation and interest rates in 
1985. But, these projections should be 
put into perspective.
The 1985 growth in GNP is modest 
only when compared to the very rapid 
increase forecast for 1984. In fact, the 2.8 
percent rise projected for 1985 is 
probably close to the long-run 
sustainable rate for the U.S. economy. 
Further, the increases in inflation and 
interest rates are modest when compared 
to the figures of only a year or two ago.
In short. Chase Econometrics paints a 
rosy picture for the U.S. economy. The 
current economic recovery is not 
projected to end in 1984. The U.S. 
economy may grow slower in 1985, but 
Chase economists do not believe another 
recession is imminent.
There are some economists who are 
not as optimistic as those at Chase. They 
believe there will be a sharp decline in
the rate of growth or even another 
recession starting in mid-1984 — or early 
1985 by the latest. These economists are 
currently a small minority, but they are 
vocal and their numbers appear to be 
growing.
As time goes by, Chase Econometrics 
will also be revising its outlook for the 
U.S. economy. When it does, we will 
incorporate the new numbers into our 
forecasting system and derive new 
projections for Montana. □
Paul E. Polzin is research associate and 
director of forecasting, Bureau of Business and 
Economic Research, and professor of 
management, School of Business 
Administration, University of Montana, 
Missoula.
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Maxine Johnson discussed the outlook for 
the state's economy and presented the first 
projections from the Bureau’s new 
Montana Economic Reporting and 
Forecasting System.
( r iv e n  the outlook for the national 
economy, what can we expect for 
Montana for the next year or two?
I won’t be referring to all the 
projections we have prepared. Table 1 
summarizes the projections, and includes 
some we won’t cover here.
Agriculture
Let’s begin with agriculture. Montana’s 
major products are grain — wheat and 
barley — and beef. The price Montana 
producers receive for their grain depends 
primarily on the level of U.S. exports to 
the rest of the world. The price Montana 
livestock producers receive depends
mostly on how much money feedyard 
operators think they can make fattening 
cattle. That depends primarily on 
consumer demand, the supply of other 
kinds of meat, the cost of feed, and 
interest rates.
In recent years, the U.S. share of the 
world wheat market has declined. In part 
this is because of the strong U.S. dollar, 
which makes our products expensive for 
others to buy. Preliminary estimates for 
the 1984-85 crop year suggest no growth 
in exports and little change in wheat 
prices.
Beef prices may improve later this 
year, although the new federal dairy 
program could encourage the slaughter 
of dairy cattle and thereby hold the price 
of beef down.
One piece of good news is that farm 
production costs have levelled off. That 
should help the bottom line of many 
farmers and ranchers.
Overall, then, the outlook appears to 
be for some improvement in farm 
income this year. Our projections 
suggest an increase of perhaps 5 percent, 
after adjustment for inflation. Farm 
income still would be lower than in 
1979, 1980, and 1981.
Farm income estimates are notoriously 
difficult and inaccurate. We have less 
confidence in this projection than in 
others we will discuss today.
Mining
In recent years, the emphasis in 
Montana’s mining industry has been on 
energy. Coal and oil have provided new 
jobs and income and have offset declines 
in copper. But energy activity has fallen 
off. The new interest is in precious 
metals — gold, silver, platinum, and 
palladium. Among the most promising 
prospects are several potential new gold 
mines that would employ 50 to 100 
workers each. There also is the 
possibility of a platinum/palladium 
mine in the Stillwater complex and 
another silver mine near Troy. None of 
these developments will come this year 
or next. It usually takes several years to 
obtain the permits and develop a new 
mine.
The improved national economy 
should increase the demand for 
Montana’s non-metallic minerals this 
year. Gypsum, limestone, talc, 
phosphate, barite, bentonite, vermiculite 
— all are tied to industries such as
construction, chemicals, petroleum, and 
steel.
There is not much likelihood of a 
resumption of copper mining at Butte in 
the foreseeable future. The operation is 
high cost and needs a large investment to 
make it more efficient. Foreign copper 
capacity is huge; mines are often 
government-owned and operate 
regardless of price, to keep people 
working and earn foreign exchange.
As we saw earlier, the energy outlook 
is not encouraging either. The national 
coal market has been depressed because 
of the recession. Long-term growth in 
demand for coal apparently will be less 
than expected. Coal production in 
Montana has hovered around 30 million 
tons since 1979. In the meantime, our 
share of the western market has fallen 
from around 25 percent in 1978 to 12 
percent today. Montana has about 15 
million tons excess capacity and 
Wyoming has more than that. The only 
increased production in sight for 
Montana is the 5 to 6 million tons 
required for the new Colstrip plants. 
That increase is underway and will be 
spread over the next two years.
The oil exploration boom in eastern 
Montana collapsed with the drop in 
petroleum prices. There has been some 
recovery in recent months. Oil prices 
appear to be stabilizing and drilling 
costs are down. And, even after the recent 
bust, the oil industry is employing more 
people than it did in 1979.
Oil production in Montana has been 
declining slowly over the past decade. 
Our oil fields are mature and output has 
been declining in most of them, with the 
gap being filled by the Williston Basin.
The prospects of finding oil in the 
Overthrust Belt in western Montana still 
are uncertain. A major new discovery 
there could trigger another exploration 
boom. We need new fields to keep our 
oil industry going at its present level.
John Brower, mineral economist from 
Montana Tech, summarizes the outlook 
for the mining industry like this:
Prospects for economic growth based 
on minerals are discouraging in the near 
term, somewhat better long-term due to 
precious metals. The world copper 
market weighs heavily against Montana. 
Oil and gas production will stay at 
current levels near term, decline long 
term unless the unpredictable Overthrust 
Belt comes in big. Coal production is 
expected to remain as is this year, except
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national economy. . . . They suggest that 1984 should be a pretty 
good year in Montana, certainly the best in a number of years ”
for new output for Colstrip. The long 
term outlook for coal is uncertain.
Taking Professor Brower’s outlook 
into account, our overall projections 
suggest little change in labor income 
from mining — an increase of perhaps 1 
percent this year and 2 percent in 1985, 
measured in constant dollars.
Over the longer term, Professor Brower 
believes that the earliest date when we 
might expect total mining employment 
to return to 1979 levels would be 1989.
Forest industries
About two-fifths of the labor income 
earned by manufacturing workers in 
Montana comes from the forest 
industries — wood products and paper. I 
noted earlier that they made a good 
comeback last year, reflecting lower 
mortgage rates and increased home 
construction. With U.S. housing starts 
expected to stay at about 1.7 million in
1984, die industry should have another 
good year. Our projections suggest little 
change in labor income — perhaps 1 
percent in constant dollars — on the 
heels of last year’s 17 percent growth. 
With mortgage rates expected to rise in
1985, U.S. housing starts are projected to 
decline by about 15 percent to 1.4 
million. That would likely mean a 
levelling off or a reduction in labor 
income in the forest industries in 1985.
At the national level, Chase 
Econometrics projects a decline in both 
lumber production and paperboard next 
year. That possibility has to be of 
concern to Montanans and especially 
western Montanans.
Labor income in the manufacturing 
group as a whole — forest industries 
plus aluminum, oil refining, food 
products and various small 
manufacturing plants — is expected to 
show an increase of about 7 percent this 
year. That is a very good gain. The 
forecast suggests a slower rate of growth 
for 1985 — around 2 percent.
Other basic industries
We do not have projections of labor 
income for our other basic industries —
heavy construction, railroads, the federal 
government, and tourism.
We do project an increase in labor 
income in the overall construction 
industry this year. But heavy 
construction, the activity designated as 
basic or export, likely will face a decline 
in employment and income as the 
Colstrip project winds down. An increase 
of 1,800 new highway construction jobs 
over the next eighteen months will help 
offset these losses. And, there will be 500 
to 600 permanent jobs associated with 
Colstrip 3 and 4 and their related mines 
after the construction is completed.
The railroads have traditionally been 
important sources of jobs and income in 
Montana. Since 1979, employment and 
income have declined each year. Some 
of the loss reflects the shutdown of the 
Milwaukee Road. Other layoffs in more 
recent years were due to the recession.
But reorganization, automation, and the 
big new labor-saving unit trains have all 
contributed to a permanent decline in 
railroad employment. We don’t look for 
an increase in railroad jobs in the state 
in the foreseeable future.
Federal government employment in 
Montana continued its slow decline last 
year. There is no reason to expect it to 
increase given the present political 
environment. Our projections for all 
government activity suggest a modest 
growth in labor income over the next 
two years. That likely will occur at the 
state and local level. These governments 
increased their total employment slightly 
last year.
As for tourism — we do not have the 
data to measure this industry in terms of 
either employment or income. We do 
know the number of visitors to the state 
increased last year. With the improving 
economy at the national level, we would 
anticipate larger numbers this year. That 
should translate into more employment 
and earnings.
Projections for 1984 and 1985
Our overall projections are shown in 
figures 1-4 and in table 1. They suggest 
that nonfarm labor income and total 
labor income may be up as much as 5
percent this year. Nonlabor income will 
grow more slowly — perhaps 4 percent. 
Property income may be up as much as 6 
percent; transfer payments are projected 
to increase one percent or less.
Total personal income should be 
about 4 percent higher this year than last
— after adjusting for inflation.
These figures compare favorably with 
projections for the national economy, 
where labor income is expected to 
increase 5 percent and total personal 
income 4 percent. They suggest that 1984 
should be a pretty good year in 
Montana, certainly the best in a number 
of years.
People will have more money to spend 
and they appear to be in the mood to 
spend it. That’s good news for retailers, 
service establishments, financial 
institutions, and others serving the 
consumer.
Business may be more lively in western 
Montana, with its forest industries and 
tourist activities and increased 
employment at its aluminum plant, than 
in eastern Montana.
As of now, 1985 is shaping up as a 
year of less growth. The Chase forecasts 
call for higher interest rates, a reduction 
in housing starts, a slower rate of 
increase in consumer expenditures, and 
an overall slowdown in the expansion. 
This national outlook is reflected in our 
projections for Montana. Those 
projections suggest a decline in the 
growth of labor income (total and 
nonfarm) from 5 percent in 1984 to 2 
percent in 1985. Total personal income 
should grow more rapidly, augmented by 
a 5 percent increase in property income
— rent, dividends, and especially interest
— and a 3 percent growth in transfer 
payments. Total personal income may be 
up 3 percent in 1985, compared to this 
year’s 4 percent increase.
Please note that projections for both 
these years compare quite favorably to 
the forecasts for the country as a whole. 
That is good news.
The 1985 projections will be revised 
several times between now and 1985. All 
sorts of things could happen to change 
them. As of now, perhaps the best advice 
to those of you in business is to repeat a
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“What could cause significant revisions in these projections? 
Probably the number one area o f concern is interest rates ”
statement made recently by well-known 
economist and forecaster Otto Eckstein 
to a group of construction industry 
executives. He said, “If I were in your 
shoes I’d try to make a lot of money in 
1984.”
The forecast in perspective
What could cause significant revisions in 
these projections? Probably the number
one area of concern is interest rates, 
especially in 1985. If interest rates are 
higher than currently anticipated, that 
could drastically change the outlook for 
wood products, for in-state 
homebuilding and construction, for farm 
income, and for consumer expenditures. 
And in a world like ours any number of 
political developments could raise oil 
prices or create other unforeseen changes.
As of now, however, Montana’s
prospects for this year and for 1985 look 
quite good. As I indicated a moment ago 
the state economy should equal the 
national performance over the next two 
years. But still we will continue to lag 
behind the United States.
Total personal income in Montana in 
1985 may be 9 percent higher than in 
1979. That means per capita income 
should be higher, too. But over the same 
years the increase in total personal 
income nationwide may be 15 percent. 
The income gap between Montana and 
the United States will continue.
The more worrisome projection is the 
one for total nonfarm labor income, our 
proxy for changes in economic activity.
It is projected to be about the same in 
1985 as in 1979 in Montana after 
inflation is accounted for. For the United 
States, nonfarm labor income is 
projected to be 9 percent higher.
We do not have projections for all of 
Montana’s basic industries. But, labor 
income in agriculture, mining, and 
manufacturing (including wood 
products) are all projected to be less in 
1985 than they were in 1979. In other 
words, despite the recovery from the 
recession, our economic base in 1985 will 
probably be smaller than it was in 1979.
Total personal income in 1985 will be 
higher than in 1979, not because income 
from participation in the labor force is 
up, but because of large increases in 
property income (rent, dividends, and 
interest) and in transfer payments. 
Property income may be up 31 percent 
and transfer payments, 28 percent. I find 
this a worrisome situation. I noted 
earlier that over the long run labor 
income — income from participation in 
the labor force — is the major source of 
transfer payments and the investment 
funds which create new property income. 
We must have growth in labor income.
It is important that Montanans 
understand that our economic base must 
recoup its losses and begin to grow, if 
our local businesses, our retailers, our 
service establishments, our financial 
institutions, our small construction firms 
are to grow and prosper and provide 
more jobs and income. We also need to 
recognize that all new economic activity 
and all new jobs do not necessarily create 
growth.
Table 1
Personal Income by Major Component 
Montana, 1979-1985 
Actual and Projected 
(Millions of Dollars)
Source: Bureau of Business and Economic Research, University of Montana, Montana Economic Reporting 
and Forecasting System (December 15, 1983).
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1979 1980 1981 1982 1963 I98* 1985
Total personal income
Current dollars $ 6,026 S 6.591 S 7.357 S 7.673 S 6.060 $ 8.765 $ 9.502
1982 dollars 7.610 7.559 7.781 7.673 7.737 8,068 8,266
Total labor Income
Current dollars 6,389 6,670 5.063 5.152 5.618 5.923 6,389
1982 dollars 5.565 5.356 5.355 5.152 5.213 5.651 5.558
Farm
Current dollars 195 269 280 217 227 250 270
1982 dollars 267 286 296 217 219 230 235
Nonfarm
Current dollars 6,196 6,621 6,783 6.935 5.191 5.673 6.119
1982 dollars 5.298 5.070 5.060 6.935 6,996 5.221 5.323
Current dollars 195 236 323 290 226 2*0 260
1982 dollars 267 269 361 290 218 221 226
Manufacturing
Current dollars 693 685 506 663 509 572 626
1982 dollars 623 556 536 663 690 526 5*3
Forest Industries*
Current dollars 216 200 209 181 219 232 266
1982 dollars 272 229 221 181 21 r 216 213
Construction .  ,
Current dollars 367 363 369 366 382 6|6 616
1982 dollars 663 617 369 366 368 38l 362
Government
Current dollars 888 956 I.036 1,110 1,186 1.267 1.362
1982 doilars 1.122 1.096 1.096 1.110 1.161 1,166 1,185
All other industries
Current dollars 2,250 2,385 2,571 2.705 2.888 3.>80 3.657
1982 dollars 2.863 2,735 2.720 2.705 2,777 2.926 3.007
Social Security contributions
Current dollars -286 -309 -359 -381 -607 -667 -5J0
1982 dollars -361 -356 -38O -381 -391 -630 -663
Residence adjustment
Current dollars -10 -16 -16 -16 -16 -16 - 6
1932 dollars t I3 -16 -15 ->6 -13 -13 -'2
Dividends, interest, 6 rent
Current dollars 1,109 1.27,2 1.566 1.680 1.717 1.906 2,116
1982 dollars 1,601 1,658 I.656 1,680 1,652 1,752 I.861
Transfer payments
Current dollars 822 972 1,103 1.236 1.326 1.399 1.521
1982 dollars 1,038 1,116 1,167 1.236 1,276 1,287 1.323
*Mood products and paper
“I  believe the growth Montana experiences in its basic industries 
in coming years w ill occur in small increments — new small 
mines, new small manufacturing plants, new businesses serving 
out-of-state travelers. . .
Over the long run, if we only create 
new retail stores and service 
establishments and our economic base 
does not grow, we are simply dividing 
the existing pie among more businesses. 
We need new export or basic industries if 
that pie is to expand.
We also need to be aware that different 
basic industries provide very different 
kinds of jobs and levels of income. The 
jobs we have lost, in mining and 
smelting, railroads, and wood products 
were among the highest paying in the 
state. On the average, it will take 
roughly two jobs in travel and tourism 
or in "high tech” industries such as 
electronic components to replace one job 
in those industries. It is important that 
we have new jobs for unskilled workers.
It also is important to replace the better 
paying, highly skilled jobs if we are to 
keep skilled workers in the state and 
maintain our per capita income.
It is true that we won’t need as many 
jobs in coming years as we did during 
the 1970s. There are fewer young people 
entering the labor force nowadays, and 
fewer women. Our new young workers 
will have been born in the lower 
birthrate years after the early sixties. So 
many older women are now in the labor 
force that the number of new female 
workers looking for jobs will be 
declining.
I believe the growth Montana 
experiences in its basic industries in 
coming years will occur in small 
increments — new small mines (gold, 
silver), new small manufacturing plants, 
new businesses serving out-of-state 
travelers and recreationists.
Probably most of the new activity will 
be homegrown. Competition for industry 
which is relocating is fierce. Nearly every 
state and every community in the 
country is trying to attract new business 
from someplace else — especially “high 
tech” plants and travel facilities.
We do have examples of businesses 
relocating in the state and there will 
surely be more. Nevertheless, we 
shouldn’t expect miracles from the new 
efforts to promote growth in Montana. 
Progress may be slow.
Most of what happens to the Montana 
economy is beyond our control. It 
depends upon national and world events. 
But I for one am pleased at what I see as 
changing attitudes and increased interest 
in understanding the Montana economy 
and in encouraging economic 
development. That new interest should 
provide a signal to investors in Montana 
and outside the state that we will 
welcome responsible development. Those 
of us concerned about the economic 
future of Montana should try very hard 
to get that message across. □
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The Outlook for 
Missoula, Billings, 
Great Falls, and 
Helena
PAUL E. POLZIN
Paul Polzin assessed the outlook for the 
state’s four largest cities. His assessment 
is that Missoula seems to be recovering 
from the recent recession faster than 
Billings, Great Falls, or Helena.
l i e ’ll examine the economic trends in 
Montana’s urban areas in two ways. First, 
we will examine the long-run trends in 
each city by comparing recent economic 
conditions to those which existed in the 
1970s. Next, we will look closely at the 
recent recession and the pace of economic 
recovery in each urban area.
Long-run trends
We use three general economic indicators 
to evaluate past economic patterns in 
Missoula, Billings, Great Falls, and 
Helena. Specifically, we will look at
trends in population, nonfarm labor 
income, and per capita income. These 
indicators measure three different aspects 
of each local economy, and they may not 
have identical patterns during specific 
time periods. Taken together, however, 
population, nonfarm labor income, and 
per capita income provide an overview of 
the general economic trends.
In our analysis we will use countywide 
figures because the legal boundaries of 
cities are often arbitrary and can exclude 
sizable portions of urban areas. Using 
county data gives a better picture of the 
overall economy.
Population
The population data for Missoula, 
Yellowstone, Cascade, and Lewis and 
Clark counties are shown in figure 1. A 
summary of the 1970-1980 and the 1980- 
1982 trends is presented in table 1. The 
1970 and 1980 population figures are 
based on the decennial Census of 
Population while those for 1981 and 1982 
are intercensal estimates. The Census 
figures provide a reliable measure of 
overall population changes. The 
intercensal estimates may not be as 
accurate as the Census data, but they are 
useful in analyzing general population 
patterns. Further, the population figures 
for 1982 are preliminary estimates and 
may be revised.
Missoula’s population grew rapidly 
during the 1970s; between 1970 and 1980, 
its average growth rate of 2.7 percent per 
year was the largest of all the urban areas. 
Since 1980, however, the conditions have 
changed significantly. The provisional 
population estimate for 1982 was 75,200 
persons as compared to 76,000 persons in 
1980, representing an average annual 
decline of 0.5 percent. In other words, the 
population of Missoula County decreased 
by about 800 people from 1980 to 1982.
The population of Yellowstone County 
grew at about a 2.1 percent annual rate 
during the 1970s. The preliminary 
estimate for 1982 is 113,400 persons, up 
from 108,000 in 1980. This represents an 
average increase of 2.5 percent per year.
The population of Cascade County has 
been relatively stable. The provisional 
estimate for 1982 is 80,100 persons, which 
is almost identical to the 1980 figure of 
80,700 persons and only slightly less than 
the 1970 population of 81,800 persons.
The number of residents in Lewis and 
Clark County grew at a 2.6 percent 
annual rate between 1970 and 1980. The
population continued upward after 1980, 
but at a greatly reduced rate. The 
preliminary 1982 estimate of 44,300 
suggests that population grew at a 1.0 
percent annual rate during the 1980 to 
1982 period.
Nonfarm labor income
The second general economic indicator is 
nonfarm labor income. It is graphed in 
figure 2 and the trends are summarized in 
table 1. Nonfarm labor income is equal to 
the labor income (wages and salaries, 
proprietors’ income, etc.) of all working 
persons, except those employed in 
agriculture. It is sometimes called 
nonfarm participation income because it 
is derived from participating in the labor 
force. Nonfarm labor income represents 
payments to persons, and does not 
measure sales or profits of businesses. In 
order to correct for inflation, nonfarm 
labor income is measured in constant 
1982 dollars.
Nonfarm labor income is a very useful 
local economic index. We do not have 
Gross National Product (GNP) statistics 
or other measures of total production for 
small areas. Because of the close 
connection between total output and the 
amount of labor required to produce it, 
non farm labor income (a measure of 
labor input) is used as a proxy for GNP 
or other measures of overall economic 
activity. More precisely, the trend in 
nonfarm labor income represents the 
trend in output and production in a local 
economy.
The effect of the recent recession on the 
economies of Montana’s urban areas is 
painfully obvious in the trends shown in 
table 1. In every case, the growth rate for 
nonfarm labor income during the 1980 to 
1982 period was far less than the 
corresponding figures for the 1970s. In 
fact, with the exception of Billings, all of 
the major urban areas experienced 
declines in nonfarm labor income 
between 1980 and 1982.
The volatility of the Missoula economy 
is clearly shown. Throughout the 1970 to 
1982 period, rapid growth has alternated 
with significant declines. The average 
growth rate during the 1970s was 5.2 
percent per year, which contrasts sharply 
with the 5.5 percent annual decline from 
1980 to 1982.
The Billings economy has been 
relatively untouched by economic 
recessions. During the 1973-1975 
recession, the Yellowstone County
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“The impact of the recession is clear. Per capita income in each 
urban area, and statewide, declined from 1980 to 1982.”
economy experienced only a deceleration 
in its rate of growth. We will look more 
closely at current conditions a little 
later, but it is easy to see from the graph 
in figure 2 that the current recession has 
been much less severe in Billings than in 
the other urban areas. Even so, there has 
been a significant slowdown in the rate of 
growth; nonfarm labor income rose 2.4 
percent per year from 1980 to 1982 and 
compared to an average of 7.2 percent per 
year in the 1970s.
In Great Falls, nonfarm labor income 
declined at an average of 3 percent per 
year from 1980 to 1982. During the 1970s, 
nonfarm labor income increased at an 
average of 1.2 percent per year. The recent 
decline and the slow historic growth can, 
for the most part, be attributed to plant 
closures. For example, The Anaconda 
Company closed its zinc refinery in 1973 
and its copper refinery in 1980.
Helena has a relatively noncyclic 
economy. The 1973-1975 recession, for 
example, lasted only about one year in 
Lewis and Clark County. Throughout 
most of the 1970s, non farm labor income 
grew rapidly. Notice that things seemed 
to change about 1978, when nonfarm 
labor income stopped growing. Overall, 
nonfarm labor income rose at an average 
of 4.7 percent per year in the 1970s, while 
the corresponding figure for the 1980- 
1982 period was a decrease of about 1 
percent per year.
Per capita income
The third general economic indicator is 
per capita income, equal to total personal 
income divided by population. Per capita 
income is a measure of economic well 
being — that is, how well off people are.
It measures money income, and certainly 
Montanans enjoy many benefits that 
cannot easily be converted into dollars 
and cents. Per capita incomes (in 1982 
dollars) for the four urban areas from 
1970 to 1981 are graphed in figure 3 and 
the trends are summarized in table 1.
The impact of the recession is clear. Per 
capita income in each urban area, and 
statewide, declined from 1980 to 1982. 
These decreases are relatively small, 
however, when compared to the growth 
in per capita income during the last
decade. For example, per capita income 
in Missoula during 1982 was about $9,400 
(1982 dollars), more than 28 percent 
higher than the 1970 figure of $7,300 
(1982 dollars). The corresponding 
percentage increases from 1970 to 1982 
were approximately 35 percent in Billings 
and about 20 percent in both Great Falls 
and Helena.
Montana’s 1982 per capita income was 
about $9,500 (1982 dollars). Therefore, 
per capita incomes in Yellowstone, Lewis 
and Clark, and Cascade counties were all 
greater than the statewide average, while 
the figure for Missoula County was 
slightly below that of Montana.
A closer look at current economic 
conditions
The general economic indicators shown 
in figures 1, 2, and 3 are not well suited 
for analyzing current economic trends. 
They are annual averages and may not 
reflect the rapidly changing economic 
conditions associated with the business 
cycle. In order to measure these events 
more precisely, we will use quarterly data 
for nonfarm labor income and the 
unemployment rate to further analyze 
recent events in each of the four major 
urban areas. The estimates for nonfarm 
labor income begin with the first quarter 
of 1979 and terminate with the second 
quarter of 1983. The figures for the 
unemployment rate start in 1979, and end 
in the fourth quarter of 1983. In each 
case, the latest figures are preliminary 
and may be revised when more complete 
data become available.
The quarterly figures for nonfarm 
labor income shown in each city were 
estimated by the Bureau using only 
limited information: data for some sectors 
of the economy are available only on an 
annual basis. Consequently, even though 
the general trends are probably accurate, 
estimates for a particular quarter or a 
short time period should be interpreted 
cautiously.
Differences in unemployment rates 
between widely separated dates may be 
easily misinterpreted because of changes 
in the composition of the labor force. For 
example, unemployment rates in all four 
urban areas have risen in recent years.
Some of the increases are certainly 
attributable to the severity of the recent 
recession. But those in the postwar baby 
crop entered their working years during 
this past decade, and the labor force now 
consists of relatively more young persons
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“The major reason for the economic turnaround in Missoula is 
the wood products industry ”
than it did only a few years ago. Since 
young persons tend, on the average, to 
have higher unemployment rates, their 
increased numbers may have contributed 
to the rise in the overall unemployment 
rates. Changes in the structure of the 
labor force also suggest that comparisons 
of current unemployment rates with those 
of the 1930s should be viewed skeptically.
Missoula clearly suffered most during 
the recent recession. Nonfarm labor 
income peaked in the third quarter of 
1979 and then continued downward for 
three years (figure 4). It now appears that 
a trough occurred in the third quarter of 
1982, and nonfarm labor income then 
turned upward. As a measure of the 
severity of the recession, nonfarm labor 
income in Missoula County declined by 
more than 15 percent from the peak to the 
trough of the business cycle.
The good news is that the recession 
now appears to be over in Missoula.
Beginning in the fourth quarter of 1982, 
nonfarm labor income turned upward 
and increased for three consecutive 
quarters. Missoula’s economy still has a 
long way to go before it regains its 
prerecession levels — nonfarm labor 
income during the second quarter of 1983 
(the latest data available) was still more 
than 10 percent less than the peak value 
in 1979.
Missoula’s unemployment rate shows a 
similar pattern (figure 5). Beginning from 
a trough in 1979, it generally increased 
throughout the period until it reached a 
peak of 9.9 percent in the fourth quarter 
of 1982. Since then it has declined sharply 
and stood at 7.6 percent in the fourth 
quarter of 1983. Notice that changes in 
the unemployment rate tend to lag 
behind changes in nonfarm personal 
income. The economic upturn began in 
the fourth quarter of 1982 as measured by 
nonfarm labor income, but during the 
first quarter of 1983 if we look at the 
unemployment rate.
The major reason for the economic 
turnaround in Missoula is the wood 
products industry. Data gathered by the 
Bureau indicate a significant rise in wood 
products production early in 1983, and 
production has continued at this high 
level ever since. In fact, our data indicate 
that during the second and third quarters 
of 1983, sawmills were operating above 
their normal level of production and near 
the physical capacity of the equipment. 
Plywood and pulp/paper plants, the 
other major component of the wood 
products industry, also increased 
production somewhat. Most of the 
recovery in the wood products industry, 
however, was in sawmills.
Billings and economic growth have 
been almost synonymous. As we saw 
earlier, the economic downturn and 
national economic downturns were barely 
felt in Yellowstone County. These 
circumstances appear to have changed. 
Looking at the graph for nonfarm labor 
income, we see that the Billings economy 
has been flat since about the first quarter 
of 1982 (figure 6). In fact, our preliminary 
estimates of nonfarm labor income 
during the second quarter of 1983 were 
about 2 percent lower than the 
corresponding figure six quarters earlier.
The unemployment rate for 
Yellowstone County also indicates a 
slowdown of economic activity (figure 7). 
It began to rise early in 1982 and 
continued upward through 1983. During 
the fourth quarter of 1983, the 
preliminary estimate of the 
unemployment rate in Yellowstone 
County was 8.2 percent, an increase of 
more than three percentage points in two 
years.
What happened to the Billings 
economy? Detailed data are not yet 
available, and we do not have all the 
answers. But, it appears that there were 
several events in Billings and its trade 
area which could have contributed to the 
lack of economic growth. First of all, 
there was the decline in the oil and gas
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“It appears that Great Falls has weathered the recession rather 
w ell . . . Recent economic trends suggest that the economy has 
been able to hold its own.”
industry in eastern Montana; exploration 
activity began to decrease late in 1981 and 
continued downward until just recently 
(fourth quarter of 1983). Second, the 
construction activity associated with the 
Colstrip generating plants is now 
winding down. The peak year for 
employment and earnings on these 
projects was 1982. The levels for 1983 
were about half of those of 1982, and the 
project is scheduled to be completed in 
1984. Finally, the Pierce Packing 
Company had undergone a financial 
reorganization; it has now reopened, but 
with significantly lower levels of 
employment and earnings.
On the plus side, construction projects 
for Billings ‘continue to be announced’
— especially in the health care industry. 
But, these economic stimuli are 
temporary, and may not counterbalance 
the other negative factors.
In Great Falls, it is difficult to separate 
the effects of the recession from the 
closure of The Anaconda Company 
copper refinery. Nonfarm labor income 
in Cascade County declined significantly 
during 1980 (figure 8). This coincided 
with the onset of the recession, but it also 
reflects the refinery shutdown, which 
occurred during the same year. Since 
then, however, nonfarm labor income has 
been relatively stable. The unemployment 
rate shows a similar trend. It increased 
sharply late in 1980, but then stabilized 
(figure 9).
It appears, therefore, that Great Falls 
has weathered the recession rather well. 
The negative impacts, to the extent they 
occurred, were early in the downturn and 
the recent economic trends suggest that 
the economy has been able to hold its 
own.
We have characterized the Helena 
economy as relatively noncyclic at past 
seminars. The data for nonfarm labor 
income confirm this assessment. There is 
no apparent correlation between these 
figures and the economic downturn 
beginning in 1979. The unemployment 
rate in Lewis and Clark County has 
inched up slightly in the last few years, 
but the increases were much less than in 
Montana’s other major urban areas.
The lack of growth in the Helena 
economy cannot be entirely blamed on 
the national recession; the economic 
stagnation in Lewis and Clark County 
actually began in 1978 (see figures 10 and 
11), about a year before the national 
downturn began. We do not have a 
complete explanation because all the data 
are not yet available, but it appears that 
state government, Helena’s major basic 
industry, is primarily responsible for the 
current economic trends. Specifically, 
state government employment and 
earnings stopped growing in 1978, and 
have remained stable ever since. In 
addition. Mountain Bell, another large 
employer, has reduced the number of 
workers at its state headquarters in 
Helena. In other words, the slowdown in 
Helena’s growth may be due more to 
permanent changes in its basic industries 
rather than factors associated with the 
national business cycle.
Putting it all together, in terms of the 
numbers now available, only Missoula 
appears to be recovering from the 
recession. Billings began to stagnate early 
in 1982, and there are no signs of a 
resumption in economic growth. Great 
Falls declined early in the recession, and 
has remained relatively stable since then. 
The Helena economy has been sluggish 
since 1978 due primarily to events in its 
basic industries rather than the national 
business cycle. □




Bureau Editor Mary L. Lenihan, who 
presented each seminar luncheon address, 
told the audience that the Bureau’s 
consumer surveys indicate Montana 
consumers are optimistic about 1984.
A t  last year’s seminars we discussed a 
new Bureau project concerning Montana 
consumer attitudes. We’ve had a year, 
now, to work on this project, and I’m 
happy to report that it is working out 
quite well. I’m also happy to report that 
Montana consumers are much more 
optimistic now than they were a year ago.
We had two reasons for undertaking 
this project. First, we wanted to be able to 
provide the Montana business 
community — especially retailers — with 
useful information concerning consumer 
attitudes. Second, we wanted to develop 
an ongoing index, or measure, of 
consumer sentiment in Montana. This 
project, which we call the Survey of 
Consumer Sentiment, has enabled us to 
do both.
Consumer surveys
Before I get to the actual survey results. 
I’ll say a bit about the rationale behind 
consumer attitude surveys.
Consumer surveys have been conducted 
at the national level for many years. 
Attitudes affect behavior, and researchers 
have found that changes in attitudes 
almost always indicate changes in 
consumers’ willingness to buy.
Someone suggested at last year’s 
seminar that consumer behavior, and 
attitudes, merely echo what consumers 
hear in the news. But the evidence 
indicates that overall consumer attitudes 
tend to change before all the gloomy, or 
rosy, stories start appearing.
The reason for the change in attitudes 
can be as direct as a change in one’s 
employment status or a change in the 
number of overtime hours worked. Or, it 
may be less direct, such as a slight change 
in interest rates.
Researchers do not maintain that the 
average American consumer is especially 
sophisticated about the national 
economy. But since the decision to 
purchase a home, or an automobile, or a 
major appliance is an important one, the 
consumer usually will take into account 
such things as income, employment 
security, and the prospects for inflation 
and interest rates. The national economy 
may be holding steady, but if the 
consumer’s status changes, or if he 
foresees a change, then his attitude will 
change. And if this is the case for many 
consumers, then the change in attitude 
surfaces in consumer surveys.
Researchers studied the results of many 
years of consumer surveys. They found 
that a change in overall consumer 
sentiment has consistently been a leading 
economic indicator. With only one or two 
exceptions, a change in consumer 
attitudes has foreshadowed, by anywhere 
from three to six months, every 
significant shift in the nation’s economy 
in the last forty years. That’s because 
changes in consumer expenditures are 
one of the major factors affecting business 
conditions. So many economists keep 
careful watch on the changes in consumer 
attitudes.
The survey
Our Survey of Consumer Sentiment is 
based on over 600 telephone interviews 
with Montanans aged eighteen and over 
from across the state. Telephone numbers
are randomly generated by computer, 
thus assuring us of reaching both listed 
and unlisted residential telephones. Our 
interviewers also use a random sampling 
procedure to select the person from the 
household to be interviewed.
Our total sample is large enough to 
assure statistically reliable and 
representative results for the state’s three 
major trade areas.
The trade areas are broad regions. All 
fifty-six counties are represented. We have 
divided the state roughly into thirds, with 
each section served by Missoula, Billings, 
or Great Falls-Helena.
We are limited to staying inside the 
state’s borders. The Billings trade area, 
for example, includes parts of Wyoming 
and the Dakotas, but our survey covers 
just the Montana area served by Billings. 
The Great Falls and Helena trade areas 
overlap considerably. Our sample size is 
not large enough to consider them 
separately, so we combined the Great 
Falls and Helena trade areas into one.
The consumer outlook for 1984
We will be presenting the results of our 
survey in two parts. First we will 
summarize the trends in sentiment toward 
individual markets, including housing, 
automobiles, and major household items 
such as large appliances and furniture. 
Then we will look at our Index of 
Consumer Sentiment, which is derived 
from our survey and serves as a summary 
measure of trends in consumers’ overall 
attitudes and expectations. It is patterned 
after the University of Michigan’s Index 
of Consumer Sentiment, which is done at 
the national level.
Before we get to the index, we’ll look at 
the survey results regarding the 
individual markets. While the index is 
used to measure overall consumer 
attitudes, we thought you might find it 
interesting to see how Montanans feel 
about making major purchases. Figures 
1 -3 show the changes.
Each graph shows the proportion of 
Montanans who responded positively or 
negatively to our outlook questions. In 
the case of housing and automobiles, we 
asked whether the coming twelve months 
would be a good time or a bad time to 
buy. For major household items, we 
asked if the coming six months would be 




As you can see, over the last two years 
we’ve seen some dramatic changes in 
Montana consumers’ attitudes. Though 
we do not have retail sales figures at the 
statewide level, all the national figures — 
and the local figures I’ve seen in the news 
— show very notable increases in sales 
recently, particularly during the latter 
part of 1983. So there does seem to be a 
clear correlation between improvement in 
consumers’ attitudes and their 
willingness to make major purchases.
We first asked about Montanans’ 
attitudes in December 1981, during the 
middle of the recent recession. Because we 
started at a time when very few consumers 
were optimistic, the changes in attitudes 
that have occurred since then are striking.
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While outlooks had improved 
somewhat a year ago, the real change 
occurred during mid-1983. Our June 1983 
survey showed a pronounced increase in 
the proportion of those feeling the next 
several months would be a good time to 
buy, and a corresponding decrease in 
negative attitudes toward major 
purchases. This is comparable to what 
happened at the national level.
The pace of improvement in attitudes 
has slowed since then, however, and we 
saw some actual decreases in the level of 
consumer sentiment in some individual 
categories in our December 1983 survey. 
These shifts could be due to a number of 
factors — perhaps consumers felt interest 
rates did not drop as much as they 
expected, for example. As we will see, the 
housing market outlook may be the 
exception to the tendency toward 
continued optimism. But still, the overall 
mood is quite positive, especially when 
compared to 1982 and 1981.
Certain segments of the population are 
more optimistic than others. It’s not very 
surprising that the higher a respondent’s 
income and level of education, the more 
optimistic his or her evaluation of the 
outlook. Also, almost without exception, 
those who said they are Republican, or 
lean toward the Republican side, were 
more positive than Democrats.
The Missoula trade area
Figures 4-6 show what has happened to 
consumer sentiment in the Missoula trade 
area. The trends have generally followed 
the statewide pattern.
The outlook for the housing market 
has changed dramatically since December 
of 1981, when only about one in ten 
Missoula trade area residents thought the 
following twelve months would be a 
good time to buy a house. Things had 
improved by a year ago. But by June 
1983, two-thirds of those questioned were 
feeling good about the housing market, 
and the proportion saying it was a bad 
time to buy a home had dropped to about 
a fourth.
In December 1983, there was a bit of a 
downturn. We looked at various 
respondent groups to see if we could find 
an explanation for the slight drop.
What we found was that the Missoula 
trade area residents who live in one of the 
area’s more populous counties — that 
would be Missoula, Flathead, and Silver 
Bow counties — have expressed growing 
optimism about the housing market in
the last two years, a trend that continued 
in December 1983. However, at the same 
time the residents of the less populous 
counties in the area were becoming less 
likely to say it’s a good time to buy a 
house. While the two groups used to 
share similar views on the housing 
market, their attitudes differed by more 
than 20 percentage points by the end of 
1983.
When the views of both groups were 
added together, the less positive results 
offset the optimism of the other group, 
resulting in a slight decline in overall 
optimism. We found a similar trend at 
the state level.
Besides the residents of the more urban 
counties, those in the Missoula trade area 
most likely to say it’s a good time to buy 
a house were, as we saw at the state level, 
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those who are better educated and those 
in the higher income categories. That is 
hardly surprising. But even those with 
relatively modest household incomes in 
1983 — in the $20,000 to $35,000 range — 
were decidedly more positive in their 
outlook when compared with those in the 
lower income brackets.
Another group difference we thought 
notable concerns the so-called “baby 
boomers” — those currently between the 
ages of eighteen and thirty-five. Their 
attitudes on housing are more positive 
than those in the over-35 age group.
Many of the baby boomers are in the 
midst of their household formation years. 
This may affect their attitudes.
Let’s look next at the outlook for 
purchasing new or used automobiles. 
Here, again, Missoula trade area 
residents’ attitudes have improved over 
the last two years. The change is not as 
dramatic as it was in housing. That’s 
because the sentiment in this category 
was not at nearly as low a level when we 
started measuring the consumer market 
outlook.
We also found a slight downturn in 
attitude in this category in the Missoula 
trade area in December.
We looked at the various respondent 
groups in the Missoula trade area, and we 
found few differences. This time, it was 
those in the highest income category, 
those with a 1983 household income of 
$35,000 or more, who were more likely to 
say now is a good time to buy a new or 
used car. Also, this time the opinions of 
those in the larger counties did not differ 
from those of other residents in the area.
The last category — whether or not the 
next six months will be a good time to 
buy household items such as major 
appliances or furniture, reveals a slight 
decrease in optimism in December from 
the June 1983 peak. Again the decline is 
partly due to relatively wide differences in 
two population groups here in the 
Missoula area. As was the case with 
housing, those respondents living in the 
trade area’s largest counties remain quite 
optimistic in their attitude, while those in 
the less populous counties show signs of 
growing pessimism.
We also found a pronounced difference 
in income groups. Less than half of those 
reporting a 1983 household income of 
$20,000 or less said it’s a good time to buy 
major household items, while two-thirds 
of those in the $20,000 to $35,000 category 
gave a positive response. That’s a notable 
difference. Those in the $35,000 and
above income category were also quite 
positive, but the proportion was not quite 
as high as the middle group.
The Billings trade area
In the Billings trade area, the consumer 
outlook also has closely matched that for 
the state as a whole. By a year ago we had 
seen some improvement compared with 
December 1981, when we first began 
measuring the consumer outlook. But 
mid-1983 found the Billings trade area 
consumer feeling quite positive. In 
December 1983 we saw a slight downturn 
in the outlook concerning the housing 
and automobile markets, but the mood is 
still quite positive.
As was the case for the Missoula trade 
area, the housing market shows the
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greatest margin of change since December 
1981 (figure 7). Then, only one in ten 
Billings trade area residents responded 
positively when asked whether the 
following year would be a good time or a 
bad time to buy a home. In November 
1982, that proportion had increased to 
just over half. By June 1983, 60 percent of 
those in the Billings trade area said the 
next twelve months would be a good time 
to buy a home. Just as important, the 
proportion expressing a negative attitude 
declined to a fourth.
In December 1983 we saw a very slight 
decrease in the proportion of those who 
were optimistic about the housing 
market. However, the number of those 
with a negative outlook increased from a 
fourth to a third.
The reason for this shift is the same as 
the reason for the shift in the Missoula 
area. Respondents who reside in one of 
the state’s seven most populous counties 
located in this trade area — that would be 
Yellowstone and Gallatin counties — are 
continuing to show growing optimism 
about the housing market. However, 
those residents in the other counties in 
the trade area are changing their view, 
from one of growing optimism to an 
attitude that is more evenly split. The two 
groups used to share similar attitudes 
toward housing.
Moving on to the outlook for 
purchasing both new and used 
automobiles, attitudes in the Billings 
trade area also improved over the last two 
years (figure 8). However, we found a 
slight downturn in attitudes in this 
category in the Billings trade area in 
December.
We looked at various respondent 
groups in the Billings trade area and we 
found very few differences. A respondent’s 
age didn’t seem to make much difference 
in the outlook toward the automobile 
market, nor did one’s residence with 
respect to whether one resides in one of 
the more populous counties. The one 
very apparent difference was in the 
respondent’s income. Those in the 
Billings trade area who said their 
household income in 1983 was $35,000 or 
more were much more likely to say that 
the next 12 months would be a good time 
to buy a car.
The last category covers the outlook for 
buying major household items such as 
large appliances and furniture (figure 9). 
We found continual improvement in out 
look in this category in the Billings trade 
area since beginning our survey in 1981.
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The positive outlook toward buying 
major household items in the Billings 
trade area seems to be widely shared.
There were no truly notable differences 
among the respondent groups. The only 
exception is income, which is probably 
not too surprising. Nearly three-fourths 
of those with a household income of 
$35,000 or more in 1983 said in December 
that the first six months of 1984 would be 
a good time to buy. This compares with 
about 60 percent of those earning between 
$20,000 and $35,000. Also, a sizable 
number — over half, or 56 percent — of 
those earning under $20,000 also had a 
favorable outlook. So even those earning 
less than $35,000 in 1983 are quite 
positive in their outlook.
The Great Falls-Helena trade area
The consumer outlook in the Great Falls- 
Helena trade area has also closely 
matched that for the state as a whole. By 
November 1982 we had seen some 
improvement compared with December 
1981, when we first began measuring the 
consumer outlook. But mid-1983 found 
the Great Falls-Helena area consumer 
feeling quite positive. In December 1983 
we saw a downturn in the housing 
market outlook, but the mood is still 
quite positive.
Again, it is the housing market that 
shows the greatest margin of change since 
December 1981 (figure 10). Then, only 
one in ten Great Falls-Helena trade area 
residents responded positively when asked 
whether the following year would be a 
good time or a bad time to buy a home. A 
year later, by November 1982, that 
proportion had increased to 43 percent.
By June 1983 66 percent of those in the 
trade area said the following twelve 
months would be a good time to buy a 
home. Just as important, the proportion 
expressing a negative attitude declined to 
only 16 percent.
In December 1983 we saw a decrease in 
the proportion of those who were 
optimistic about the housing market, and 
an increase in the proportion of those 
expressing a negative outlook.
As was the case in the other trade areas, 
we examined the various respondent 
groups and we found that those residing 
in one of the state’s seven most populous 
counties located in this trade area — 
Cascade and Lewis and Clark counties — 
are continuing to be optimistic about the 
housing market. However, those trade 
area residents in the other counties in the
trade area seem to be changing their view.
The outlook for buying new or used 
automobiles has remained quite stable 
since a notable upturn in mid-1983 
(figure 11). The only shift in December 
1983 was a small increase in the 
proportion of those expressing a negative 
outlook.
We looked at various respondent 
groups in this trade area and we found 
very few differences. A respondent’s age 
didn’t seem to make much difference.
And those in the more populous counties 
did not differ appreciably in their outlook 
when compared with other residents.
One thing that did make a difference 
was income. In December 1983, a little 
over half of those earning a household 
income under $35,000 in 1983 said the
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coming twelve months would be a good 
time to buy a car. This included those in 
the under-$20,000 income group. But a 
notable 80 percent of those reporting a 
household income in 1983 above $35,000 
said 1984 would be a good time to buy a 
car.
The last category covers the outlook for 
buying major household items such as 
large appliances and furniture (figure 12). 
At the time of each survey we asked if the 
coming six months would be a good time 
or a bad time to make such a purchase. As 
the chart indicates, we’ve found 
continuing improvement in outlook in 
this category in the Great Falls-Helena 
area since beginning our survey in 1981.
As in the auto market outlook, we did 
find a slight increase in the proportion 
expressing a negative outlook in this 
category in December. But that increase 
was very small, and was more than offset 
by the increase in those expressing an 
optimistic outlook.
The positive outlook toward buying 
major household items during the next 
six months seems to be widely shared. 
There were no truly notable differences 
among the respondent groups. Even 
income did not make that much 
difference. About 60 percent of those 
reporting less than $35,000 in household 
income in 1983 said it’s a good time to 
buy. In the over-$35,000 income 
categories, about three-fourths of the 
respondents were positive about the 
market for the next six months.
The Index of Consumer Sentiment
Our Index of Consumer Sentiment is a 
summary measure of trends in consumer 
attitudes and expectations. It is derived 
from the answers to five questions that 
are repeated regularly in our survey.
Included in the index calculation is the 
question asking if the next six months 
will be a good time or a bad time to buy 
major appliances or furniture. Also 
included is a question asking whether the 
respondent’s household is better off or 
worse off financially than a year ago, and 
if the respondent expects to be better off 
in a year. The other two questions ask for 
the respondent’s opinion concerning 
business conditions in the state — what 
they’ll be like over the next twelve 
months, and what they’ll be like over the 
next five years.
To compile our index, we add together 
the answers to these five questions. Each 
question receives equal weight in the 
calculation of the index.
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“Our index shows that overall consumer sentiment turned sharply 
upward in mid-1983 and has remained at about that same level 
since/*
The index is not intended to be an 
absolute level of consumer sentiment. 
Instead, it measures change in sentiment, 
and, to an extent, the degree of change. It 
is the index, and not just the responses to 
the individual questions, that is used to 
gauge overall consumer sentiment. That 
is why the overall index has not declined 
in any trade area since June 1983, unlike 
the outlook for some of the individual 
consumer markets.
The questions concerning the 
automobile and housing markets are not 
included in the index calculations. This 
is because the purchase of appliances or 
furniture is more a discretionary 
expenditure than those involving long 
term, major contractual agreements. The 
index is intended to give an idea of the 
direction of change in overall consumer 
sentiment, rather than the level of 
sentiment concerning individual items.
The base figures for our index are 
derived from our November 1982 Survey 
of Consumer Sentiment. We could not 
use our December 1981 results because in 
that survey we did not ask two of the 
questions needed to compile the index.
We’ve seen how Montanans feel about 
the outlook for buying major household 
items during the next six months. In 
terms of their personal financial outlook, 
over a third of our respondents said in 
December they expect to be better off next 
year. That’s a slight increase over the 
figure recorded a year before. More 
important is that fewer people said in 
December that they expected their 
economic status to worsen in a year than 
said so in June or in November 1982. 
About 40 percent said in December their 
economic picture had improved over the 
previous twelve months. This is a good 
ten percentage points higher than the 
proportion giving that response in 
November 1982. So there was definite 
improvement in the responses to these 
questions.
Our survey found that Montanans’ 
short-term outlook for the state is really 
quite positive. Half expressed optimism 
about business conditions in Montana 
over the next year. This is a big jump 
from November 1982, when only a third 
of the respondents were optimistic. 
However, our survey also found that
Montanans’ long-term outlook for the 
state is not as positive. Respondents 
seemed to be as cautious about conditions 
five years from now as they were when 
questioned in June 1983 and November
1982.
We combined the responses to these 
questions for all respondents and 
assigned the statewide total for the five 
questions a value of 100. We then 
examined the results from each trade area, 
and computed their value in relation to 
the statewide figure.
What we found echoes the general 
trend we saw in the outlook for the 
individual housing, automobile, and 
major household items markets. The 
Index shows that overall consumer 
sentiment turned sharply upward in mid-
1983, and has remained at about that 
same level since. A sixteen-point increase 
occurred between our November'1982 and 
June 1983 surveys; by December 1983 the 
composite index figure had increased 
another three points.
This is comparable to the change in 
overall consumer sentiment that occurred 
nationally over the past six months. Mid- 
1983 showed tremendous improvement, 
and the sentiment remains positive, 
though the pace of improvement in 
sentiment has slowed considerably.
The index for the Missoula trade area 
was slightly above the state level in 
December 1982. It increased significantly 
by mid-1983, and remained at the same 
level as of December. So by the end of 
1983, the Missoula index was just about 
even with the state index level.
The Billings index in December 1982 
was barely above the state composite. It 
also had increased significantly by June, 
and it increased again, slightly, by 
December. At that point, the Billings 
index was identical to Missoula’s, at just 
about the state level.
The figure for the combined Great 
Falls-Helena trade area began at a level 
below the state figure in December 1982. 
However, consumer sentiment had 
improved enough by June 1983 to make it 
equal to the state level, and it had 
increased again by December.
The Great Falls-Helena figures then, 
showed the greatest gain of the three trade 
areas. Missoula showed the smallest
overall gain, with Billings showing 
slightly more improvement than 
Missoula.
What’s most important about these 
numbers is that all three trade areas 
showed dramatic improvement in overall 
consumer sentiment by June 1983, and 
that the sentiment remained positive in 
December. That should be good news for 
businesses serving Montana consumers.
Is our index a leading indicator? Right 
now it’s too soon to tell. After another 
consumer survey or two, we’ll look very 
closely at our consumer sentiment trends 
and compare them with other economic 
measures. We are reasonably certain that 
our Index of Consumer Sentiment will 
prove to be a leading indicator at the state 
level. We are less sure if it will prove to be 
so at the local level.
We’d like to encourage those of you 
who are especially interested in consumer 
attitudes to watch upcoming issues of the 
Quarterly for the results of our next 
consumer surveys. We will conduct 
surveys again in June and December.
What does this all mean for the 
retailing and service sectors in Montana?
Montana consumers, like many 
American consumers, have favorable 
attitudes right now. And those favorable 
attitudes probably mean increased 
willingness to make large purchases.
The overall outlook for the United 
States, for Montana, and for the state’s 
various trade areas this year suggests that 
interest rates will remain stable and that 
Montana consumers will have somewhat 
higher incomes. This, combined with 
their optimistic assessment of the market, 
suggests that 1984 should be a good year 
for retailers.
Our Index of Consumer Sentiment 
suggests continued good times. If, as we 
suspect, our index is a leading indicator, 
then the fact that Montana consumers are 
optimistic, and that this overall attitude 
has not changed in the last six months, 
means that the state’s economy should 
continue on its present course. □
Mary L. Lenihan is editor of the Montana 
Business Quarterly and associate director of 
The Montana Poll.
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T h e  most recent Montana Poll 
indicated that Montanans, in the 
aftermath of developments in the Middle 
East and the Caribbean, supported the 
American success in Grenada but have 
doubts about American involvement in 
Lebanon. And while Montanans for the 
most part approve of President Reagan’s 
performance overall, there is less 
willingness to endorse him for a second 
term.
Montanans’ opinions on these and 
other related issues were surveyed in the 
December 1983 Montana Poll, conducted 
by the University of Montana Bureau of 
Business and Economic Research and 
cosponsored by the Great Falls Tribune. 
This Poll is based on telephone 
interviews with 427 state residents aged 
eighteen and over.
Paralleling public opinion 
nationwide, Montana public reaction to 
President Reagan’s invasion of Grenada 
was decidedly favorable — six 
Montanans in ten approved of the 
intervention. Only two in ten were 
opposed, and the rest were noncommittal 
(table 1).
This approval was virtually 
unanimous among all Montanans, but it 
was more pronounced among some — 
notably males, Republicans, and 
conservatives — and less pronounced 
among others — notably women and 
Democrats.
In spite of the media attention on the 
American students in Grenada,
Montanans for the most part viewed the 
invasion primarily as an effort by the 
United States to curtail the expansion of 
Communist activity in the Caribbean.
Almost half (about 48 percent) 
expressed this view, while about 25 
percent viewed the action primarily as an 
effort to protect the Americans in
Grenada then and assist those who 
wanted to leave. Only about 15 percent 
considered the invasion to be merely a 
show of force by the United States.
At the time of the Poll, about 25 
percent favored immediate withdrawal of 
all American forces from Grenada. 
However, the majority — 60 percent — 
preferred withdrawal only after a 
democratic government was capable of 
running the country.
Montana reaction to the American 
involvement in Lebanon, by contrast, is 
hardly favorable, perhaps because of the 
significant casualties suffered by the U.S. 
Marines and increasing tensions since 
the October 1983 attack on our troops 
there. Yet the Poll results also indicate 
that Montanans are not sure that the 
United States should leave, either.
When Montanans were surveyed in 
early December, only about 35 percent 
approved of the U.S. Marines being in 
Lebanon. The majority — about 54 
percent — disapproved. (It should be 
noted that the United States’ air attack 
on Syrian positions on December 4, 
during the survey, did not significantly 
affect Montana public opinion on this 
issue or any of the other issues raised in 
the survey.)
Although the division of opinion on 
this issue was less pronounced than in 
the case of Grenada, the opposition to 
the Lebanon involvement was evident 
among almost all Montanans. The only 
notable exceptions were males and 
Republicans, who were evenly divided 
on the issue.
In the case of Grenada, only about 15 
percent viewed the American efforts as 
merely a show of force. In the Lebanon 
situation, by contrast, significantly more 
— about 26 percent — considered the 
American involvement to be primarily a 
show of force. Still, the largest 
proportion — about 44 percent — said 
the U.S. Marines are there primarily to 
help keep the peace and encourage a 
withdrawal of Israeli, Syrian, and PLO 
forces. Very few, only one in ten, felt 
that the United States is there primarily 
to help the new Lebanese government 
get established.
Republicans, by a vast majority, 
viewed the American role in Lebanon as 
that of peacekeeper. Democrats, by 
contrast, were significantly more likely 
than others to view the involvement 
primarily as a show of force.




The Montana Poll is cosponsored by 
the Great Falls Tribune and the Bureau 
of Business and Economic Research, 
University of Montana. The quarterly 
Poll, conducted by the Bureau and 
directed by Susan Selig Wallwork, is 
based on a minimum of 400 telephone 
interviews with Montanans aged 
eighteen and older. The interviews are 
conducted by Bureau interviewers from 
its offices on the University campus in 
Missoula. Telephone numbers are 
randomly generated by computer, using
involvement in Lebanon, and perhaps 
because a large proportion of Montanans 
view the American role as that of a 
peacekeeper, there was not overwhelming 
support for immediate withdrawal.
About 35 percent favored withdrawal, 
but at least as many — about 39 percent 
— felt that the United States should 
continue its peacekeeping mission at 
current levels of troop strength. Only 
one in ten supported escalation of troop 
levels and military activity by the United 
States.
Perhaps not surprisingly. Republicans 
and males were more likely to support a 
continuation of peacekeeping operations. 
By contrast, Democrats were more likely
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the Bureau’s random digit sampling 
program, and the interviewers then use a 
second random sampling procedure to 
select the person in the household to be 
interviewed. This procedure eliminates 
interviewer choice in selecting the 
respondent and assures selection of a 
representative sample.
Distribution of the sample based on 
age, sex, residence, employment status, 
and income compare favorably with 
available data on the state population 
and, thus, the Poll results are considered 
to be representative of Montana’s actual 
adult population.
As with all sample surveys, the results 
of the Montana Poll can vary from the 
opinions of all Montanans because of 
chance variations in the sample. With a 
minimum statewide sample of 400, the 
overall results are subject to a margin of 
error of five percentage points either 
way, 95 percent of the time, because of 
chance variations. That is, if one talked 
to all Montanans with phones during 
the survey period, there is only one 
chance in twenty that the findings would 
vary by more than five percentage points. 
Findings for smaller groups of 
respondents within the overall sample 
(subsamples based on age, sex, residence, 
income, etc.) are subject to a somewhat 
higher margin of error, which would 
vary depending on the size of the 
respective subsamples.
Of course, Montana Poll results could 
also differ from other polls because of 
differences in the exact wording of 
questions, different interviewing 
methods, and differences in when the 
interviews were conducted.
to support immediate withdrawal, and 
females were more evenly divided 
between continued peacekeeping and 
immediate withdrawal.
The mixed results on Grenada 
(approval) and Lebanon (disapproval) 
are, perhaps, either a reaction to or a 
reflection of similarly mixed reactions to 
President Reagan’s general handling of 
foreign policy and to the President 
himself.
Asked specifically about President 
Reagan’s ability to deal with a difficult 
international crisis, a majority of 
Montanans — 54 percent — expressed 
confidence in his ability. Yet another 39 
(continued on page 23)
A lontanans have indicated what many 
business people already know: the 
consumer outlook in the state is rosy 
when compared to past years.
The latest Montana Poll, conducted in 
December 1983, measured Montanans’ 
consumer outlook, their personal 
financial outlook, and their oudook for 
the state’s economy. In a nutshell, 
Montanans are optimistic about 
consumer purchases and mildly 
optimistic about the state’s prospects in 
1984. They are cautious about the state’s 
longer-run outlook and personal 
expectations.
For the most part, their attitudes are 
unchanged from those expressed in June 
1983, when the Poll first noted a definite 
shift toward optimism. And in every 
category, Montanans’ views are much 
brighter than in December 1981, when 
the Poll first asked these questions.
Residents of the state’s seven largest 
counties tended to be more positive than 
other Montanans in their assessment of 
the consumer market and the state’s and 
their own economic prospects.
Housing — growing skepticism?
The housing market outlook may be the 
exception to the tendency toward 
continued optimism. In December, a 
majority of Montanans (56 percent) felt 
the coming twelve months will be a 
good time to buy a house. That 
compares favorably with the 64 percent 
who felt that way in June (table 1). But 
one-third of those asked think 1984 will 
be a bad time to buy. In June 1983, only 
a fifth of the respondents said the next 
twelve months would be a bad time to 
buy a house.
One reason is that while Montanans in 
the large counties are becoming more 
optimistic about homebuying, other 
Montanans are increasingly less positive.
In November 1982, urban and rural 
Montanans expressed similar views on 
homebuying. In December 1983, those 
from Montana’s seven most populous 
counties — Cascade, Flathead, Gallatin, 
Lewis and Clark, Missoula, Silver Bow, 
and Yellowstone — were much more 
postive about homebuying than were 
those from the smaller counties. Two- 
thirds of the urban residents gave a 
positive response, with only a fourth 
answering negatively.
In contrast, those from the smaller 






this year will be a good time or a bad 
time to buy a home. Last June over 60 
percent of the rural residents surveyed 
were positive about homebuying, and 
only 21 percent had a negative oudook.
Automobiles and major household 
purchases: a positive market 
assessment
Consumer assessments of the markets for 
automobiles and for major household 
items are considerably more favorable 
then they were at the end of 1982.
Fifty-two percent of Montanans 
surveyed said in December 1983 that 1984 
would be a good time to buy a new or 
used car. A year before, just 38 percent 
were optimistic. And two years ago, in 
late 1981, only 19 percent expressed 
optimism.
Montanans were also asked about the 
outlook for buying major household 
items such as furniture, major 
appliances, and television sets. Fifty- 
eight percent said the first six months of 
1984 would be a good time to buy. This 
compares with 34 percent in November 
1982, and 28 percent in December 1981.
In the case of automobiles and major 
household purchases, residents of the 
seven largest counties were again more 
positive than other Montanans.
However, the differences were not as 
pronounced as on homebuying.
Differences among respondents
Despite the differences by size of county, 
whether the Poll respondents lived east 
or west of the Continental Divide made 
no difference in their degree of consumer 
optimism. Age was relatively
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unimportant, also. In only one case, the 
outlook for buying major appliances, did 
age make a difference. In that case the 
“baby boomers,” those between the ages 
of eighteen and thirty-four, were more 
likely to say the first six months of 1984 
would be a good time to buy.
Other differences were not surprising.
The higher a respondent’s income and 
level of education, the greater his or her 
degree of optimism. And Republicans 
were more optimistic than Democrats.
Comparisons also show that, overall, 
the Montana Poll’s findings regarding 
consumer sentiments are very similar to 
recent nationwide consumer survey 
results.
The state outlook
The Poll measured Montanans’ view on 
the state economic outlook. Their short 
term outlook continues to be positive 
and is considerably brighter than it was 
at the end of 1982. Their long-term 
outlook is unchanged and less optimistic 
(table 2).
Just about half (49 percent) of those 
polled in December expressed some 
degree of optimism about business 
conditions in the state during 1984. And 
most of these — 43 percent of all 
respondents — anticipate unqualified 
"good times.” These results were similar 
to those of June 1983.
In November 1982, only a third of 
those questioned were optimistic overall, 
with just 14 percent of all respondents 
saying they expected good times without 
qualification.
The latest Poll showed that about a 
fourth expect bad times in the state 
during 1984. This is a slight decline 
from last June, when 30 percent expected 
bad times. It is a significantly more 
positive outlook than that of November 
1982, when 45 percent were pessimistic 
about the state’s prospects for the 
coming year.
Montanans see the long-range forecast 
as not so rosy.
The Poll asked about the state’s 
economic conditions during the next five 
years. Respondents seem to be as 
cautious about the future now as they 
were at the end of 1982. Then 37 percent 
were positive in their five-year outlook.
In December, 39 percent expressed 
optimism.
There was little difference in the short 
term and long-term outlooks of eastern 
and western Montanans. But urban 
Montanans were more optimistic than 
rural Montanans in each case.
Younger Montanans did not differ 
from older Montanans in the five-year 
outlook, but the baby boom group was 
definitely more optimistic about the 
state’s prospects for 1984.
Republicans, those with at least some 
college education, and those in the upper 
income groups tended to be more 
positive in their assessment.
The personal outlook
Montanans’ personal financial outlook 
has improved over the past two years, 
but the improvement and the overall
Good Time Bad Time
to Buy to Buy
. . . Market for houses
over the next twelve months
December 1983 56* 34%
June 1983 64* 21*
November 1982 49% 34%
December 1981 10* 73%
. . . Market for automobiles
over the next twelve months
December 1983 52* 33%
June 1983 57% 27%
November 1982 38* 38%
December 1981 19% 51%
. . . Market for major household items
(furniture, refrigerators, stoves, 
televisions, etc.) over the next
six months
December 1983 58* 28*
June 1983 55% 25%
November 1982 34% 37%
December 1981 28* 31%
Table 2
Montanans' outlook for the state 
economy overall . . .
Don't Know
Pos i t ve Negative or Other
• • • during the next twelve months
December 1983 49% 27* 24*
June 1983 46* 30* 23*
November 1982 33% 45* 22*
. . . during the next five years
December 1983 39* 41* 20*
June 1983 36* 39% 25%
November 1982 37% 44* 18*
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Montanans View 1984: Continued but Cautious Optimism/M ary L. Lenihan
Table 1
Montanans' outlook for major consumer markets
Note: P e rc e n ta g es  may n o t t o t a l  100 because  o f  round ing  and o m ission  o f
mi see  11aneous re s p o n se s .
optimism are not as pronounced as that 
expressed in the other categories.
Over a third — 36 percent — said in 
December that they expect to be better 
off by the end of 1984. In June 1983, 33 
percent expressed optimism. In 
December 1981, when the question was 
first asked, one-fourth had positive 
expectations (table 3).
Just under half said they expect to be 
in about the same financial position by 
the end of 1984. This figure is essentially 
unchanged from previous Polls.
More significantly, fewer people expect 
their economic status to worsen. Ten 
percent had a negative outlook in this 
Poll, while in 1982 the figure was 14 
percent, and in 1981, 22 percent.
Those between eighteen and thirty- 
four years of age, those residing in 
Montana’s more urban counties, 
Republicans, and the college-educated 
were all more likely to express optimism 
about their economic future.
This year has not been good for some 
Montanans. One-fourth of the 
respondents said they were worse off 
financially in December than they were a 
year before. This is comparable to the 
proportion that gave that assessment in 
past Polls.
On the other hand, 39 percent said
Montanans on 
Foreign Policy
(continued from page 21)
percent expressed uneasiness about his 
ability to handle such matters wisely.
Not surprisingly, the confidence was 
not universal among all Montanans. 
Males, Republicans, conservatives, and 
those with higher household incomes 
($20,000 or more) expressed the highest 
degrees of confidence.
Younger Montanans (between the ages 
of eighteen and forty-four), those living 
east of the Divide, and those with at least 
some college expressed more moderate 
degrees of confidence.
Women, western Montanans, those 
with less formal education (high school 
or below), and those with lower 
household incomes (below $20,000) were 
divided in their assessments.
their economic picture had improved 
over the past twelve months. This is a 
considerably larger proportion than in 
June 1983 (29 percent) and almost 
double the proportion that gave that 
assessment in December 1981.
More likely to say they are better off 
now were the baby boom group, those 
from the more urban counties, and, not 
surprisingly, those in the upper income 







a year from now .
financial outlook
December 1983 36* **7% 10%
June 1983 33% 52% 9%
November .1982 3*% k k % }*%.
December 1981 26% k 7 % 22%
Montanans' personal 
now, compared to a
financial situation 
year ago . . .
December 1983 39% 35% 25%
June 1983 3 k % 39% 26%
November 1982 29% 39% 32%
The major dissenters were Democrats 
and liberals. In each case, a majority said 
they were uneasy about the President’s 
ability to deal wisely with a difficult 
international crisis.
Although Montanans apparently are 
more inclined to feel confidence in 
President Reagan’s ability in general to 
deal with international crises, they are 
much more reserved on the question of 
using diplomacy versus using the 
military. In fact, they are pretty evenly 
divided on the issue.
About 47 percent credited the President 
with trying hard enough to reach a 
diplomatic solution to international 
problems. But, another 42 percent felt he 
is too quick to get American military 
forces involved in such problems. About 
9 percent were unsure.
Males, Republicans, and conservatives 
were by far the most likely to say he uses 
diplomacy enough. The major dissenters, 
again, were Democrats and liberals, most 
of whom said he resorts to military 
involvement too quickly.
Historically, Presidents have often 
enjoyed sharp upturns in approval after 
a foreign crisis, but national polls (New 
York Times, October 29, 1983;
Newsweek, November 7, 1983) suggest 
that President Reagan has not enjoyed 
such an upswing thus far. National 
reports suggest that he has failed to 
translate national support for his 
policies into personal, political approval. 
While the Montana Poll has not 
surveyed Montanans on this in the past, 
the results of the current Poll certainly 
suggest that Montanans are not 
necessarily rallying behind the President. 
Generally speaking, they are relatively 
approving of Ronald Reagan’s overall 
performance as President, but are not 
willing to commit themselves yet to 
endorsing a second term for the 
President (table 2).
All things considered, a majority of 
Montanans — 54 percent — said they 
approve of the way Ronald Reagan is 
handling his job as President. About 36 
percent said they disapprove, and
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another 8 percent were noncommittal.
Yet when asked whether the President 
should be re-elected in 1984, they were 
evenly divided — 44 percent supported 
Reagan’s re-election, while 42 percent 
did not. Ten percent were undecided, 
and the rest said it would depend on 
who the Democratic candidate is.
Those who support Reagan’s re- 
election are decidedly in his corner on 
most of the issues covered in the Poll. 
They approved of his overall 
performance (92 percent), said they have 
confidence in his ability to deal with 
international crises (84 percent,) credited 
him with using diplomacy enough (69 
percent), and approved of sending 
American troops to Grenada (78 percent). 
However, even these supporters are 
divided on the issue of the U.S. Marines 
being in Lebanon (48 percent approved, 
40 percent did not).
Not surprisingly, the President’s 
dissenters, those not supporting his re- 
election, were decidedly negative on all 
these issues except one — the sending of 
troops to Grenada. On this, they were 
somewhat divided — 49 percent 
approved, 38 percent did not.
Based on the Montana Poll results, 
President Reagan’s most pronounced 
support in Montana — in terms of 
overall performance approval and re- 
election support — apparently comes 
from Republicans, conservatives, males, 
and eastern Montanans. In each case, the 
majority responded favorably about his 
performance and his re-election.
He garnered strong approval ratings 
from younger Montanans (between 
eighteen and forty-four years of age), 
those with some college or more, and 
those with higher household incomes 
($20,000 or more). However, they were 
more divided on the re-election issue 
although tending to be more favorable 
than unfavorable.
The President’s most ardent detractors 
are Democrats, who overwhelmingly 
disapproved of his performance and 
opposed his re-election. Those who 
consider themselves liberals, likewise, 
strongly opposed his re-election in 1984, 
but they were less critical than the 
Democrats were about Reagan’s overall 
performance — 53 percent disapproved, 
while 42 percent approved.
The remaining groups were more 
divided in both their performance 
assessments and re-election attitudes. In 
particular, women, older Montanans 
(aged forty-five and older), western
Montanans, those with less formal 
education (high school or below), and 
those with lower household incomes 
(below $20,000) tended to be divided in 
their assessments of Reagan’s 
performance. And although in each case 
they were less decisive about the re- 
election issue, each tended to be more 
unfavorable than favorable about his re- 
election. □
Susan Selig Wallwork, Bureau research 
associate, is responsible for all Bureau survey 
research and directs The Montana Poll. Bureau 
editor Mary L. Lenihan is associate director. 
Jim Sylvester, Bureau research assistant, is 
responsible for the computer programming 
and data processing.
Table 1
Montanans overall . . .
. . . approve the sending of U.S. troops to Grenada 63% to 23%
. . . disapprove of U.S. troop involvement in Lebanon 54% to 35%
. . . have confidence in President Reagan's ability to
deal wisely with international crises 54% to 39%
. . . are divided about whether he tries hard enough
to reach diplomatic solutions or is too quick to 
involve American military in international
problems 2*73 to 42%
. . . approve of his overall performance as President 54% to 36%
. . . but are divided about whether or not he should
be re-elected in 1984 44% to 42%
Table 2
Rating of Overa11 
Performance of 
P residen t Reagan
A ttitude  toward 
R e-election  of 
P resident Reagan





Live in eas te rn  Montana
With household Income of 
$20,000 or more 
Completed some co llege o r more 
Aged 18-44 years
With household income below 
$20,000
Completed high school o r below 
Female
Aged 45 years or o lder 































Note: Percentage d e ta il  may not add to  100 because of roundl
Know and o ther miscellaneous responses. ng and the omission of "Don1t
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The Bureau of Business and Economic Research is the research branch 
of the University of Montana’s School of Business Administration. 
Located on the University of Montana campus at Missoula, the Bureau 
has pursued research in business and economics for more than thirty years.
The Bureau’s purpose as a public agency is to serve the general public, 
as well as business, labor, and government. To meet this goal, the Bureau 
is regularly involved in a wide variety of activities, including economic, 
analysis, survey research, and forest industry research.
The Montana Economic Reporting and Forecasting System is the most 
recent Bureau undertaking. When fully developed, this project will 
provide current economic information for state and local areas plus 
statewide forecasts of economic activity. The project is funded by' the 
Montana Department of Commerce.
Local area analysis is the focus of the annual series of economic outlook 
seminars, cosponsored by the respective Chambers of Commerce in 
Missoula, Billings, Great Falls, and Helena.
The Montana Poll, a quarterly public opinion poll, questions 
Montanans about their views on a variety of economic and other current 
issues. It is cosponsored by the Great Falls Tribune.
The Bureau has recently published comprehensive analyses of the forest 
products industries of both Montana and Idaho. The Forest Industries 
Data Collection System, a census of forest industry firms conducted 
approximately every five years, provides a large amount of information 
about raw materials sources and uses in those states plus Wyoming. It is 
funded by the U.S. Forest Service. The Montana Forest Industries 
Information System collects quarterly information on the employment 
and earnings of production workers in the Montana industry. It is 
cosponsored by the Montana Wood Products Association.
Readers of the Montana Business Quarterly are welcome to comment on 
the MBQ, request economic data or other Bureau publications, or to 
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